Ari zona Form

2000 Resi dent Personal | ncone Tax

140
Who Must Use Form 1407 You can find your Arizona adjusted
You (and your spouse if married filing a %g?rsnslioncorre on line 18 of Arizona
joint return) may file Form 140 only if ‘'m0 T
you are full year residents of Arizona. i NOTE: Even if you do not have to file, !
You rmust use Form 140 rather than Form EVOF ”&JSt fSt'” file a return to get a:
140A or Form 140EZ to file for 2000 if re ﬁﬂldo any  Arizona incone tax
any of the follow ng apply to you. '::VQA::t:::::e::::'::::::::::::::::::::::::::::::::::::::::::::::::::::"
* You are single, head of household, 1 CAUTI ON: Gross i ncone for filing
married filing a separate return, or | purposes nmay not be the sane as Arizona
married filing a joint return and rgross income for estimated paynent :
your Arizona taxable i ncome is , pur poses. See pa]}ge 3h of theﬁe :
$50, 000 or nore. rinstructions to see if you have to nake !
e You are naking adjustnents to incone. estimated inconme tax paynments. '
* You iten ze deducti ons. . .
* You claimtax credits other than the Do You Have to File if You Are an
famly i ncome t ax credit, t he Anerican | ndi an?
property tax credit, or the Cean You nust file if you meet the Arizona
El ections Fund tax credit. filing requirenments unless all the
* You had taxable dividend inconme of fol | owi [
nore than $400 and ou are not offowng apply to you.
eligible to file Form 140yEZ. * You are an enrolled nember of an
 You had taxable interest incone of I ndian tribe. ,
more than $400, and you are not * You - live on the reservation
eligible to file Form 140EZ. established for that tribe.
Do . Ha i Ei | o2 * You earned all of your income on that
ou ve to File” reservation.
Arizona Filing Requirenents To find out nore, see Arizona Departnent
These rules apply to all Arizona of Revenue |Incone Tax Ruling | TR 96- 4.
You nust AND your OR your Do You Have to File if You Are a
;'r'e_e if you gross o Q(rj! zona Non- I ndi an or Non-Enrolled Indian
' at | east - grloss Married to an American Indian?
income is You nust file if you neet the Arizona
at | east: filing requirenents. For details on how
e Single $15, 000 $ 5,500 to figure what incone to report, see
« Mrried $15, 000 $11, 000 Arizona Department of Revenue Income Tax
filing Ruling | TR 96- 4.
jointly Do You Have to File if You Are in
. M’l”hgd $15, 000 $ 5,500 the Mlitary?
separate You must file if you meet the Arizona
ly filing requirenents.
' Egﬁgeﬁgl $15, 000 $ 5,500 If you are an Arizona resident, you nust
d report all of your income, no matter
[T you are an Arizona resident, you where stationed. You nust include your
nust report income from all sources. mlitary pay. If you were an Arizona
This includes out-of-state incone. resi dent when you entered the service,
To see if you have to file, figure you remain an Arizona resident, no
your gross incone the sane as you matt er wher e stati oned, unti | you
would figure your gross incone for establish a new domicile.
federal incone tax purposes. Then, | § i Ari i dent . but
you shoul d exclude incone Arizona |aw you are not an Arizona resident, DU
does not tax stationed in Arizona, the followng
’ applies to you.
Income Arizona law does not tax -ppYou are );lot subject to Arizona incone
I ncl udes: tax on your mlitary pay.
'bl_'m?_VESt from US.  Governnent « You nust report any other income you
obl1gations earn in Arizona. Use Form 140NR
« Soci al security retirenent Nonr esi dent Per sonal Income  Tax
benefits received under Title 11 Return, to report this incone.
of the Social Security Act To find A De
« Benefits received under the Railroad 0 Tind out nore, see Arizona Departnent
Retirement Act of Revenue brochure, Pub 704, Taxpayers

inthe Mlitary.
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I f You Included Your Child's

Unear ned | ncone on Your Federa
Return, Does Your Child Have to
File an Arizona Return?

In this case, the child should not file
an Arizona return. The parent nust

include that sane income in his or her
Ari zona taxabl e i ncone.

Resi dency St at us

If you are not sure if you are an
Arizona resident for state income tax
pur poses, you shoul d get Ari zona
Depar t ment of Revenue I ncone Tax
Procedure | TP 92-1.

Resi dent s

You are a resident of Arizona if your
domicile is in Arizona. Domicile is the
pl ace where you have your pernmanent hone.
It is where you intend to return if you
are living or working tenporarily in
anot her state or country. If you |eave
Arizona for a tenporary period, you are
still an Arizona resident while gone. A
resident is subject to tax on all incone
no matter where the resident earns the
i ncome.

Part - Year Residents

If you are a part-year resident, you
nust file Form 140PY, Part-Year Resident
Per sonal | nconme Tax Return.

You are a part-year resident if you did
ei ther of the follow ng during 2000.

* You noved into Arizona wth the
i ntent of becomi ng aresident.

 You noved out of Arizona wth the
intent of giving up your Arizona
resi dency.

Nonr esi dent s

If you are a nonresident, you nust file
Form 140NR, Nonresident Personal |ncone
Tax Return.

What if a Taxpayer Di ed?

If a taxpayer died before filing a
return for 2000, the taxpayer's spouse
or personal representative may have to
file and sign a return for t hat
taxpayer. |If the deceased taxpayer did
not have to file a return but had tax
wi thheld, a return nust be filed to get
a refund.

The person who files the return should
use the form the taxpayer would have
used. If the departnment nmailed the
taxpayer a booklet, do not wuse the
| abel . The person who files the return
should print the word "deceased" after
the decedent's nane in the address
section of the form Also enter the date

of death after the decedent's nane.

If your spouse died in 2000 and you did
not remarry in 2000, or if your spouse
died in 2001 before filing a return for
2000, you may file a joint return. | f
your spouse died in 2000, the joint
return should show your spouse's 2000
i ncome before death, and your incone for

all of 2000. If your spouse died in
2001, before filing the 2000 return, the
joint return should show all of your

income and all of your spouse's incone
for 2000. Print "Filing as surviving
spouse” in the area where you sign the
return. If soneone else is the personal
representative, he or she nust also sign
the return.

Are Any O her Returns Required?

You rmay al so have to file fiduciary incone
tax or estate tax returns. For details
about filing a fiduciary incone tax
return, call the departrment at (602) 255-
3381. For details about filing an estate
tax return, call the departnent at (602)
542- 4643.

G aimng a Refund for a Deceased
Taxpayer

If you are clainming a refund, you nust
conplete Form 131, Caim for Refund on

Behal f of Deceased Taxpayer. Attach
this formto the front of the return.

What Are The Filing Dates And
Penal ti es?

When Should You Fil e?

Apri | 15, 2001 falls on a Sunday.
Therefore, your 2000 cal endar vyear tax
return is due no later than nidnight,
April 16, 2001. File your return as soon
as you can after January 1, but no later
than April 16, 2001.

If you are a fiscal year filer, vyour
return is due on the 15" day of the fourth
month followi ng the close of your fiscal
year .

What if You Cannot File on Tine?

You may request an extension if you know
you will not be able to file on tine.

' NOTE: An extension does not extend the !
(time to pay your income tax. For details, :
rsee the instructions for Arizona Form;
1 204, |

To get a filing extension, you can
ei t her:

1. Apply for a state extension (Form
204). To apply for a state
extension, file Arizona Form 204 by
April 16. See Form 204 for details.
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You nmust attach a copy of the Arizona
extension to the front of your return
when you file. If you nust nmake a
payment, use Arizona Form 204.

2. You may use your federal extension
(federal Form 4868 or 2688). File
your Arizona return by the sanme due
dat e. If you are filing under a
federal extension, you do not have to
attach a copy of your f edera
extension to your return, but make
sure that you check either box D or F
on page 1 of the return

When Should You File if You Are a
Nonr esi dent Al i en?

You rmust file your Arizona tax return by
Apri | 16, even though your federa
income tax return is due on June 15. |If
you want to file your Arizona return
when you file your federal return, you
may ask for an extension. See Form 204
for extension filing details.

VWhat if You File or Pay Late?

If you file or pay late, the departnent
can charge you interest and penalties on
the anount you owe. If the U S Post
O fice postmarks your 2000 cal endar year
return by April 16, 2001, your return
will not be late. You may also use
certain private delivery services
designated by the IRS to neet the
“tinmely mailing as tinmely filed” rule.

Late Filing Penalty

If you file late, the departnent can
charge you a late filing penalty. Thi s
penalty is 5 percent of the tax found to
be remaining due for each nonth or
fraction of a nonth the return is late.
This penalty cannot exceed 25 percent of
the tax found to be renai ni ng due.

Late Paynment Penalty

If you pay your tax late, the departnent
can charge you a late paynent penalty.
This penalty is 10 percent of the tax
not paid on tine.

Ext ensi on Under paynment Penalty

If you file your return under an
extension, you nust pay 90 percent of
the tax shown on your return by the
return's original due date. If you do
not pay this amount, the departnent can
charge you a penalty. The depart ment
can also charge you this penalty if you
do not attach a copy of the Arizona
extension to your return when you file.
This penalty is one-half of one percent
(.005) of the tax not paid for each 30
day period or fraction of a 30 day
peri od. The department charges this
penalty from the original due date of

the return until the date you pay the
t ax. This penalty cannot exceed 25
percent of the unpaid tax.

' NOTE: If you are subject to two or nore !
v of the above penalties, the total cannot
r exceed 25 percent. '

| nt er est

The departnent charges interest on any
tax not paid by the due date. The
department will charge you interest even
if you have an extension. If you have an
extension, the departnment wll charge
you interest from the original due date
until the date you pay the tax. The
Arizona rate of interest is the sane as
the federal rate.

When Shoul d You Anend a Return?

If you need to mmke changes to vyour
return once you have filed, you should
file Form 140X, I ndi vi dual Anended
Ret ur n. Do not file a new return for
the year you are correcting. Generally,
you have four years to amend a return to
claima refund.

If the Internal Revenue Service nmakes a
change to your federal taxable incone
for any year, you nust file a Form 140X
for that year. In this case, you nust
amend your Arizona return within 90 days
of the change. Attach a conplete copy
of the federal notice to your Form 140X

If you amend your federal return for any
year, you nust also file an Arizona Form
140X for that year. You mnust file the
Form 140X within 90 days of amending
your federal return

Do You Need To Make Esti nmat ed
Paynments in 20017

You nust nmake Arizona estinmated incone
tax payments during 2001 if either of
the follow ng apply.

1. You reasonably expect your Arizona
gross income wll exceed $75,000 in
2001.

2. Your Arizona gross incone in 2000 was
greater than $75, 000.

Your federal adjusted gross incone is
your Arizona gross incone.

Make sure you use ordinary business care
and prudence when vyou project your
i ncone for 2001.

I NOTE: Arizona's conmunity property |aws |
' may have an effect on whether you have !
rto make estimated paynents. For
 details, see Arizona Departnent of
' Revenue I nconme Tax Ruling | TR 92-1. '

If you have to make Arizona estimated
paynments for 2001, your paynents nust
reasonably reflect your 2001 Arizona
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income tax liability. Your  comnbi ned
Arizona estimated income tax paynents
and Arizona wthholding mnmust total one
of the foll ow ng.

1. 90 percent of the tax due for 2001.
2. 100 percent of the tax due for 2000.

You can use your 2000 tax to figure the
amount of paynents that you nust nake
during 2001 only if you were required to
file and did file a 2000 Arizona incone
tax return.

What i f You Make Your Esti nated
Paynents Late?

The department will charge you a penalty
if you fail to make any required
paynments. The departnent will charge you

a penalty if you nmmke any of your
requi red paynents |ate. The depart nent
will also charge you interest on any
| ate or underpaid estimted tax payment.

For details, see Arizona Form 221.
Can You Make Estimated Paynments |f
You Do Not Have To?

If you do not have to nmeke Arizona
estimated income tax paynments, you nmay
still choose to make them

For details, see Arizona Forns 140ES and
221.

Li ne-by-Line Instructions

Tips for Preparing Your Return:

e Mke sure that you wite your social
security number on your return.

e Conplete your return using black ink.

e You nust round dollar anpunts to the
nearest whole dollar. |If 50 cents or
nore, round up to the next dollar. If
| ess than 50 cents, round down.

 Wien asked to provide your own
schedule, attach a separate sheet
with your name and SSN at the top.
Attach your own schedules to the back
of your return.

* You nust conplete your federal return
before you can start your Arizona
return.

« Mike sure you include your hone

t el ephone nunber. If your daytine
nunber is not the sane as your hone
nunber, make sure you include a

dayti me tel ephone nunber.

« |If filing a fiscal year return, fill
in the period covered in the space
provided at the top of the form

Entering Your Nane, Address, and
Soci al Security Nunber (SSN)

Lines 1, 2, and 3 -

' NOTE: Make sure that you wite your !
' soci al security
' appropriate |ine.

number on t he !

If your booklet has a peel-off |Iabel,
use that label if all the information is

correct. If any of the information on
the label is incorrect, do not use the
| abel . Attach the |abel after you
finish your return. If you do not have
a peel-off Ilabel, print or type your
nane, address, and SSN in the space
provi ded. If you are a nonresident of

the United States or a resident alien
who does not have an SSN use the
identification nunmber (ITIN the IRS
i ssued to you.

If you are filing a joint return, enter
your SSNs in the sane order as your
nanes. If your name appears first on
the return, nake sure your SSN is the
first number Iisted.

For a deceased taxpayer, see page 1 of
these instructions.

Use your current hone address. The
department will send your refund or
correspond with you at that address.

» NOTE: Make sure your SSN is correct. |If :
ryou are filing a joint return, also nake :
rsure you list your SSNs in the sane

' order every year.

Make sure that every return, statenent,
or docunent that you file wth the
departnent has your SSN. Make sure that
all SSNs are clear and correct. You may
be subject to a penalty if you fail to
i ncl ude your SSN. It may take longer to
process your return if SSNs are m ssing,
i ncorrect, or unclear.

| dentificati on Nunbers for Paid
Preparers

If you pay soneone else to prepare your
return, that person must also include an
i dentification number where requested.

A paid preparer may use any of the
fol | owi ng.

 his or her SSN
 his or her PTIN

e the federal enployer
nunber for the business

A paid preparer who fails to include the
proper nunbers may also be subject to a
penal ty.

Determ ning Your Filing Status

The filing status that you use on your
Arizona return may be different from
that used on your federal return.

identification
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Use this section to determine your
filing status. Check the correct box (4
through 7) on the front of Form 140.

Line 4 Box - Married Filing a
Joint Return

You nmay wuse this filing status if
married as of Decenber 31, 2000. It
does not natter whether or not you were
living with your spouse. You nay elect
to file a joint return, even if you and
your spouse filed separate federal
returns.

You may use this filing status if your
spouse died during 2000 and you did not
remarry in 2000. See page 2 of these
instructions for details.

The Arizona Form 140 is for full year
residents only. You may not file a joint
Arizona incone tax return on Form 140 if
any of the follow ng apply.

1. Your spouse is a nonresident alien
(citizen of and living in another
country).

2. Your spouse is a resident of another
state.

3. Your spouse is a part-year Arizona
resi dent.

If filing a joint return wth vyour
nonr esi dent spouse, you may file a joint
return using Form 140NR. See Form 140NR
i nstructions.

If filing a joint return with your part-
year resident spouse, you nay file a
joint return using Form 140PY. See Form
140PY instructions.

For details on filing a joint return
Wi th your part - year resi dent or
nonr esi dent spouse, see Ari zona

Department of Revenue Income Tax Ruling
| TR 95-2.

Line 5 Box - Head of Househol d

You may file as head of household on
your Arizona return, only if one of the
foll owi ng applies.

e You qualify to file as head of
househol d on your federal return.

e You qualify to file as a qualifying
wi dow or w dower on your federal
return.

Line 6 Box - Married Filing
Separately

You may wuse this filing status if
married as of Decenber 31, 2000, and you
elect to file a separate Arizona return.
You may elect to file a separate return,
even if you and your spouse filed a
joint federal return.

If you are filing a separate return,
check the line 6 box and enter your

spouse's nane in the space provided.
Also enter your spouse's SSN in the
space provided.

Arizona is a conmmunity property state.
If you file a separate return, you nust
figure how nuch income to report using
conmunity property |aws. Under these
laws, a separate return nust reflect
one-half of the community income from
all sources plus any separate incone.

When you file separate returns, you nust
account for conmunity deductions and
credits on the sane basis as community
i ncone. Both you and your spouse mnust
either itenmize or not itemze. If one of
you item zes, you both must itemze. If
one of you takes a standard deducti on,
you both nust take a standard deducti on.
One of you may not claim a standard
deduction while the other item zes.

If you and your spouse support a
dependent <child from comunity inconeg,
either you or your spouse may claim the
dependent. Both of you cannot claim the
same dependent on both returns.

For details on how to file a separate
Arizona income tax return, see Arizona
Department of Revenue |ncone Tax Rulings
I TR 93-18 and | TR 93-19.

' NOTE: |If you can treat community incone :
»as separate income on your federal
return, you may also treat t hat
' conmunity income as separate on your !
" Arizona return. See Arizona Departnent :
r of Revenue Ruling ITR 93-22.

If you are filing a separate return and
your spouse is not a resident of
Arizona, other special rules may apply.
For nore details, see Arizona Departnent
of Revenue |Inconme Tax Ruling, |ITR 93-20.

Line 7 Box - Single

Use this filing status if you were
single on December 31, 2000. You are
single if any of the following apply to
you.

* You have never been married.

* You are legally separated under a
decree of divorce or of separate
mai nt enance.

* You were w dowed before January 1,
2000, and you did not remarry in
2000, and you do not qualify to file
as a qualifying wi dow or wi dower with
dependent children on your federal
return.

Exenpti ons

Wite the nunmber of exenptions you are
claimng in boxes 8, 9, 10, and 11. Do
not put a checkmark. You may |ose the
exenmption if you put a checkmark in
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t hese boxes. You may |ose the dependent
exenption if you do not conplete Part A,

lines Al through A3 on page 2. You may
lose the exenption for qual i fying
parents or ancestors if you do not

complete Part A lines A4 and A5, on

page 2.
Line 8 Box - Age 65 and Over

Wite "1" in box 8 if you or your spouse
were 65 or older in 2000. Wite "2" in
box 8 if both you and your spouse were
65 or ol der in 2000.

Line 9 Box - Blind

Wite "1" in box 9 if you or your spouse
are totally or legally blind. Wite "2" in
box 9 if both you and your spouse are
totally or legally blind. To qualify as
legal ly bl i nd, you nmust attach a
physician's letter stating one of the
fol I owi ng.

1. Your vision is 20/200 or
corrective | enses.

poorer wth

2. Your field of vision is 20 degrees or
| ess.

Line 10 Box - Dependents

You rust conplete Part A lines Al through

A3, on page 2 of your return before you can
total your dependent exenptions

You may claim only the following as a
dependent .

e A person that qualifies as your
dependent on your federal return
e A person who is age 65 or over

(related to you or not) that does not

qualify as your dependent on your

f eder al return, but one of t he

foll owi ng applies.

1. In 2000, you paid nore than one-
fourth of the cost of keeping this
person in an Arizona nursing care
institution, an Ari zona
residential care institution, or
an Ari zona assi sted living
facility. Your cost nust be nore
t han $800.

2. In 2000, you paid nore than $800
for either Arizona honme health
care or other nmedical costs for

t he person.
Compl eting Line(s) Al

If a person who qualifies as your
dependent is also a qualifying parent or
ancestor of your parent,
that person as a dependent on
or you nmay claim that
qual i fying parent or ancestor of
parent on line A5. You nmay not
that same person on both line A2 and
line A5. Do not list the sane person on
line Al that you listed on line A4.

line A2,

your

person as a

you nmay claimi

claimi

Enter the following on line(s) Al
1. The dependent's nane.

2. The dependent's soci al security
nunber .
3. The dependent's relationship to you.

&

The nunber of nonths the dependent
lived in your home during 2000.

You may | ose the exenption if you do not
furnish this infornmation.

Line A2 - Total Dependents
Enter the total nunber of persons |isted
on line(s) Al. Enter the sanme nunber

onto the front of the return in box 10.

Line A3 - Persons You Cannot Take
as Dependents on Your Federal
Return

Enter the nanes of any dependents age 65

or over listed on line(s) Al that you
cannot take as a dependent on your
federal return

Line 11 Box - Qualifying Parents

Parents
ancestor of

and Ancestors of Your

A qualifying parent or your

parent may be any one of the follow ng.

« Your parent, or your parent’s
ancestor. Your parent’s ancestor is
your grand par ent, gr eat grand
parent, great great grand parent,
etc.

e« If wmarried filing a joint return
your spouse’'s parent or an ancestor
of your spouse’s parent.

You may claim this exenption if all of

the follow ng apply.

1. The parent or ancestor of your parent
lived in your principal residence for

the entire taxable year.

2. You paid nore than one-half of the
support and nmmi ntenance costs of the
parent or ancestor of your parent
during the taxable year

3. The parent or ancestor of your parent
was 65 years old or older during
2000.

4. The parent or ancestor of your parent
required assistance with activities
of daily living, like getting in and
out of bed, or chairs, wal ki ng
around, going outdoors, using the
toilet, bathing, shaving, brushing
t eet h, conbi ng hai r, dr essi ng,

nmedi cati ng or feeding.

You rmust conplete Part A Ilines A4 and
A5, on page 2 of your return before you
can total your exenptions for qualifying
parents and ancestors of your parents.

' NOTE: | f

a person who is a qualifying:
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i parent or ancestor of your parent also
rqualifies as your dependent, you may !
i claimthat person as a dependent on line !
» A2, or you may claim that person as a
rqualifying parent or ancestor of your :

i parent on line AS5. You may not claim:
rthat sane person on both line A2 and:
rline A5. Do not list the sane person on :

rline A4 that you listed on |line Al

Compl eting Line(s) A4
Enter the following on line(s) A4.

1. The nane of the qualifying parent or
ancestor of your parent.

2. The social security nunmber of the
qual i fying parent or ancestor of your
par ent .

3. The qualifying parent’s or ancestor’s
relationship to you, or your spouse
if filing a joint return.

4. The nunber of nonths the qualifying
parent or ancestor of your parent
lived in your home during 2000.

You may | ose the exenption if you do not
furnish this information.

Line A5 - Total Qualifying Parents
or Ancestors of Your Parents

Enter the total nunber of persons |isted
on line(s) A4. Enter the sane nunber
onto the front of the return in box 11.

Additions to | ncone

Line B6 - Non-Arizona Mini ci pal
I nt er est

Enter the amount of interest incone from
non- Ari zona nunici pal bonds that you did
not include as income on your federal
return.

You nmay exclude any expenses incurred to
purchase or carry the obligation. Reduce
the interest incone by the anbunt of
t hose expenses that you could not deduct
on your federal return.

If you received tax exenpt interest from
muni ci pal bonds, attach a schedule listing
the payors and the anmount received from
each payor. You may also want to attach
supporting docurments for anmounts received
from Arizona nmunicipal bonds that are
exenpt from Arizona incone tax. These may
be items such as bank statenents,
br okerage statenents, etc.

Line B7 - Early Wthdrawal of
Arizona, County, Cty, or School
Retirement System Contri butions

If you neet all the follow ng, you nust
enter an anount here.

1. You left your job with the State of
Arizona or an Arizona county, city,

or school district for reasons other
than retirenent.

2. Wen vyou left, you took out the
contributions you had nade to the
retirement system while enpl oyed.

3. You deducted these contributions on
your Arizona inconme tax returns that
you filed for prior years.

4. You did not i ncl ude t hese
contri butions in your f eder al
adjusted gross income this year.

If you neet all these tests, you nust

report as incone those contributions

previ ously deducted on your prior years'
Arizona tax returns.

For details, see Arizona Departnent of
Revenue Income Tax Ruling ITR 93-7.

Line B8 - Ordinary Inconme Portion
of Lunp Sum Di stributions Excl uded
on Your Federal Return

Use line B8 if you use federal 5 or 10
year averaging for |unp-sum distributions
fromyour pension or profit-sharing plan.
Arizona | aw does not provide for 5 or 10
year averaging. Enter the anount of the
di stribution t hat you treated as
ordinary income on your federal return.
If you choose to treat the capital gain
portion of the distribution as ordinary
income, you nust also include that
anmount .

For details, see Arizona Departnent of
Revenue I ncone Tax Ruling |ITR 93-5.

Line B9 - Agricultural Water
Conservati on Expenses

If you take this credit, you cannot deduct
any expenses for which you claim the
credit. If you take this credit, enter the
amount of such expenses that you deducted
on your federal return.

Line B10 - Medical Savings Account
(MBSA) Distributions

For i nformati on on Arizona's MSA
provisions, see the departnent's NMSA
brochure, Pub 542.

You must add anpunts received from an
MSA here if any of the follow ng apply.

1 - You Wthdrew Funds From Your MSA For
O her Than Qualified Expenses

You nust make an entry here if all of
the foll ow ng apply.

1. You withdrew noney from your NSA
during 2000.

2. You did not use the amount w thdrawn
to pay qualified nedical expenses.

3. You did not have to include the
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wi t hdrawal as income on your federal ‘e The fair market value of an MBA '
income tax return. E received by a surviving spouse who !
; was the deceased account holder's :
naned beneficiary i

Enter the anmpunt w t hdr awn.

2 - Deceased Account Hol der Were the ' E - ti bout th b i
Named Beneficiary is Not the Decedent's ; -or rmore intormiion abou e above .
Litens, see t he department's VBA

Surviving Spouse _ ' brochure, Pub 542. :
You must neke an entry here if all of oTmToTmTmoemossosno oo AR
the fol | owing apply. Line Bll - O her Additions to

1. The account holder died during the Incon'_e _ _
year. Use line Bl11 if any of the special

o ci rcunst ances bel ow applies.
2. You are the naned beneficiary of the PP

decedent's NBA. Attach your own schedule to the back of
, o your return explaining any anounts
3. You are not the decedent's surviving ent ered here.
spouse. . .
i i You may either add or subtract itens A
4. You did not have to include the value through C below (line B11 or C27,
of the MSA as incone on your federal respectivel y) dependi ng on your
i ncone tax return. situation.
In this case, the MSA ceased to be an MBA A. Pension Adjustnents
Enter the fair market value of the MSA as Use this adjustment if both of the
of the date of death, |less the anount of foll owi ng apply.

MBA funds used within one year of the date
of death, to pay the decedent's qualified
nedi cal expenses. You can reduce the fair

1. Arizona taxed your pension for years
before 1979.

market value by only those expenses paid 2. You reported that pension on your
from the MBA If you pay additional federal return using the percentage
medi cal expenses for the decedent from the excl usi on met hod. _

MSA after you file, you may file an Do not use this adjustment if either of
amended return to further reduce the fair the fol lowing apply.

mar ket val ue of the MBA 1. You reported your pension income as
3 - Decedent's Final Return And No Named fully taxable on your federal return.

MSA Benefi ciary 2. You reported your pension incone on
Make an entry here if all of the your federal return under the "three-

fol | owi ng apply. year-rule".

1. The account holder died during the Pension Adj ust rregtMV\brksheet - Line
year. Fol low these steps to figure the
2. There is no nanmed MSA beneficiary. S\gl ESL”E?I- K . q
3. This is the decedent's final return. 1. rqufécogt fiegut iogny?gr records.)
4. The value of the MSA did not have to annui ty. 1.
be included on the decedent's final 2. Pension anount
federal inconme tax return. ;ggf'sved In prior 2.
In this case, the MSA ceases to be an 3. Remai nder of cost
MSA. Enter the fair market value of the (line 1 mnus line 2 3.
MSA as of the date of death. This rule but not |ess than
applies in all cases in which there is zero). i
no naned beneficiary, even if the 4. rﬁ,ngl oga?m)unt received A
surviving spouse ultimately obtains the IS year. : -
right to the MSA assets. 5. Amount fromline 3. 5
. NOTE: The following are not withdrawals. | 6. subtract Iine 5 from
+ Do not enter any of the follow ng: | line 4 (but not less 6.
'« Amounts f the MBA d t : than zero).
: ounts —from the use 0 pay | 7. Enter the pension
| qual i fi ed nedi cal expenses | anount taxable on your |7.
pe A qualified return of excess | federal return.
; contributions ; 8. Subtract line 7 from
e Aqualified rollover ! line 6. 8.
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If line 8 is nore than zero, enter the
anmount on line 8 as an addition to
i ncone. Enter the addition on |line B11l.
If line 7 is nore than line 6, enter the
difference as a subtraction fromincone.
Enter the subtraction on |line C27.

B. Married Persons Filing Separate
Ret ur ns

If you file a separate Arizona return,
you nust report the follow ng incone on
that return.

e one-half of the comunity incone from
all sources.

e all of your separate incone.

If you and your spouse file a joint
f eder al return but separate Arizona
returns, you nust nake sure that each
separate return reflects the correct
income. If you begin your Arizona return
with only the incone that you earned
during the year, you will have to adjust
this incone.

If you file separate federal returns, each
of your federal returns should already
reflect the correct incone. Since your
separate Arizona returns will begin wth
the federal adjusted gross inconme, you
wi Il not have to adjust your incone.

If you have to adjust your incone,
attach a schedule showing how you
figured your adjustnent.

C. Partnership Incone

Use this adjustment if your Arizona Form
165, Schedule K-1, shows a difference
between federal and state distributable
i ncone.

If the difference reported on your Arizona
Form 165, Schedule K-1, is a positive
nunber, enter that difference as an
addition. Enter the addition on |ine Bl1l.

If the difference reported on your Arizona
Form 165, Schedule K-1, is a negative
nunber , ent er t hat difference as a
subtraction. Enter the subtraction on |ine
c27.

D. Estate or Trust |ncone

Enter on line Bll1 the anount from
Arizona Form 141, Schedule K-1, line 3.
For Arizona purposes, this is your share
of the distributive incone.

If you nake an entry here, you nust also
make an entry on line QC27, O her
Subtractions. Subtract trust or estate
i ncome shown on your federal Form 1041,
Schedule K-1, included in your federal
adj usted gross incone.

You nust also add to Arizona gross
i ncone:

1. Your share of the estate's or trust's
deductions allowed under the Internal
Revenue Code

2. Your share of excess deductions and
loss carryovers allowed under the
Internal Revenue Code as deductions
to the beneficiary on term nation of
an estate or trust.

You nust add the above deductions and
| oss carryovers to your Arizona gross
income only to the extent these itens
are included in conputing your Arizona
t axabl e i ncone.

E. Net Operating Losses

Arizona does not have specific net
operating |oss provisions for individual
t axpayers. Arizona conforns to the
federal net operating |oss provisions,
including the carryback provi si ons.
CGenerally, the amunt of net operating
| oss deduction included in your federal
adjusted gross income is the anpunt
al | owabl e for Ari zona pur poses.
However, there are instances when the
amount allowable for Arizona purposes
may be different. You rmust adjust the
amount of net operating |oss deduction
included in your federal adjusted gross
income if the follow ng apply.

1. You have already deducted any anount
of the net operating loss included in
your federal adjusted gross incomne
for Arizona purposes.

2. You took a separate subtraction for
the net operating |oss on an anmended
return filed for a prior tax year
under the special net operating |oss
transition rule.

If the above apply, enter the follow ng
on |ine Bl11.

1. The amunt of net operating |oss
included in your federal adjusted
gross incone which vyou previously
deducted for Arizona purposes.

2. The anpbunt of net operating |oss
included in your federal adjusted
gross incone for which you took a
separate subtraction on an amended
return filed for a prior tax year
under the special net operating |oss
transition rule.

For information on deducting a net
operating |oss carryback, see Arizona
Depar t ment of Revenue I ncone Tax
Procedure | TP 99-1.

F. Itens Previously Deducted for Arizona
Pur poses
Arizona statutes prohibit a taxpayer from

deducting itens nmore than once. However,
under the operation of former Arizona |aw
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(1989 and prior), you could deduct certain

items in greater amobunts for Arizona
pur poses than for federal purposes.
I nvestment interest and passive activity

| osses were such itens. In sone cases,
you could have deducted such anounts in
their entirety on the Arizona return

For federal purposes, the deduction for
these items was limted, with the unused
portions being carried forward and
deducted in future years. Your Arizona
return may include these previously
deducted itenms because of the difference

between the federal and forner Arizona
treat ment. | your Arizona taxable
i ncone i ncl udes items previously
deducted for Arizona purposes, you nust

add such anmpbunts to your
i ncone.

G Caimof Right Adjustnent for Ampunts
Repaid in 2000

You nust nake an entry here if
the foll ow ng apply.

1. During 2000, you were
repay anounts held under
right.

2. The anpbunt required to be repaid
during 2000 was nore than $3, 000.

3. You took a deduction for the anount
repaid on your 2000 federal incone
tax return.

If the above apply,

Arizona gross

all of

required to
a claim of

enter the anount

deducted on vyour federal incone tax
return here.

For nore information on the Arizona
claim of right provisions, see Arizona
Department of Revenue |Individual |Incone

Tax Procedure I TP 95-1

H daimof R ght Adjustnent for Amounts
Repaid in Prior Taxable Years

You nust make an entry here if
the foll ow ng apply.

1. During a year prior to 2000 you were
required to repay amounts held under

all of

a claimof right.

2. You conputed your tax for that prior
year under Arizona's claim of right
provi si ons.

3. A net operating loss or capital |oss
was established due to the repaynent
made in the prior year.

4. You are entitled to take that net
operati ng | oss or capital | oss
carryover into account when conputing
your 2000 Arizona taxable incone.

5. The anpbunt of the [loss carryover
included in your federal income is
nore than the amount allowed to be

10

t aken into account for Ari zona
pur poses.
Enter the amunt by which the |oss
carryover included in vyour federa
adjusted gross income is nore than the
amount allowed for the taxable year
under Arizona | aw.

I. Addition to S Corporation Incone Due
to Credits d ai ned

Sharehol ders of an S
claima credit

corporation who
passed through from an S

corporation must make an addition to
income for the anmpunt of expenses
disallowed by reason of «claimng the
credit.

An S corporation that passes the follow ng
credits through to its sharehol ders nust
notify each sharehol der of his or her pro
rata share of the adjustment. You nust
enter an anount on this |line when claimng
any of the following credits.

e Agricultural wat er
credit
« Defense contracting credit

conservation

e Environnent al t echnol ogy facility
credit

e Pollution control credit

e Recycling equi pment credit

e Credit for solar hot water heater
plunmbing stub outs and electric

vehicle recharge outlets

e Credit for enpl oyment of TANF
reci pients

e Credit for agricul tural pol lution
control equi pment

J. Solar Hot Water Heating Plunbing Stub

Cﬁt And El ectric Vehicle Recharge Qutl et
Expenses

If you take a credit for installing
solar hot water heating plunbing stub
outs or electric vehicl e rechar ge
outlets in a dwelling you constructed,
you cannot deduct any expenses for which
you claim the credit. If you take this
credit, ent er the anount of such
expenses that you deducted on your
federal return.

K. Wage Expense for
Reci pi ents

If you take a credit for enploying TANF
reci pients, you cannot deduct any wage
expense for which you claim the credit.
If you take this «credit, enter the

Enpl oyers of TANF

anount of such expenses that you
deducted on your federal return

L. O her Adjustnents

O her speci al adj ust nent s may be
necessary. You may need to nmke an
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addi tion for depreci ati on or
anortization. You may also need to make
an addition if you clained certain tax
credits. Call one of the nunbers listed
on the back ~cover if any of the
foll owi ng apply.
You are a qualified def ense
contractor that elected to anortize
under Ari zona Revi sed St at ut es

section 43-1024.

* You sold or disposed of property that
was held for the production of income
and your basis was conmputed under the
Arizona I ncone Tax Act of 1954.

You are still depreci ati ng or
anortizing a child care facility for
which you clainmed a state credit.

*  You cl ai ned t he envi ronnent al
technol ogy facility credit.

* You claimed the pollution control
credit.

* You clained the recycling equipnent
credit.

*  You cl ai med t he credit for
agricul tural pol lution control
equi pnent .

* You elected to anortize the basis of
a pollution control device or the
cost of a child care facility under
Arizona law in effect before 1990.
You are still deducting anortization

or depreciation for that device or
facility on your federal incone tax
return.
Line B12 - Total Additions
Add lines B6 through Bll. Enter the
total on line Bl2 and on the front of
your return on line 13.

Subtracti ons From | ncone

You may only subtract those items for
whi ch statutory aut hority exi sts.
W thout such authority you cannot take a
subtraction. If you have any questions
concerning subtractions from inconeg,
call one of the nunbers listed on the
back cover.

+NOTE: You mamy not subtract any anount !
ithat is allocable to income excluded:
fromyour Arizona taxable incone. :
Line Cl3 - Exenption: Age 65 or
Over

Miultiply the nunmber in box 8 on the
front of your return by $2,100 and enter

the result.
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Line Cl4 - Exenption: Blind
Miultiply the nunmber in box 9 on the
front of your return by $1,500 and enter
the result.

Li ne C15 - Exenption: Dependents
Miultiply the number in box 10 on the
front of your return by $2,300 and enter
the result.

Line Cl6 - Exenption: Qualifying
Parents and Ancestors

Multiply the number in box 11 on the
front of your return by $10,000 and
enter the result.

Li ne C17 — Tot al

Add lines C13 through Cl6 and enter the
total. | f you have no ot her
subtractions frominconme, skip lines C18
through C28 and enter this total on Form
140, page 1, line 16.

Line C18 - Interest on U S.

ol i gations

Enter the anount of interest income from
U S Covernment obligations included as
income on your federal return. U S
Covernment obligations include obligations

such as savings bonds and treasury bills.
You cannot deduct any interest or other
related expenses incurred to purchase or
carry the obligations. If such expenses
are included in your Arizona gross incone,
you must reduce the subtraction by such
expenses. |If you are itenizing deductions
on your Arizona return, you must exclude
such expenses fromthe amount deduct ed.

' NOTE: Do not
" FNVA or
rtaxable by Arizona.
i departnent’ s

subtract interest earned on:
G\MA bonds since this interest is
For details, see the:
Cui del i nes for Exenpt |

i Securities, G91-4.
Do not subtract any amount received from
a qualified pension plan that invests in
u. S Governnment  obligations. Do not
subtract any anmount received from an |IRA
t hat i nvests in u. S Gover nnent
obl i gati ons. These anpbunts are not
interest incone. For details, see
Arizona Department of Revenue |ncone Tax
Rulings I TR 96-2 and | TR 96- 3.
Line C19 - Exclusion for U S.
Governnent, Arizona State or Local
Gover nnment Pensi ons
If you receive pension incone from any

of the sources listed below subtract
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the ampunt vyou received or $2,500, item zed deduction. See instructions for
whi chever is less. Include only the Form 140 Schedule A, Item zed Deduction
anount you reported as incone on your Adj ust ment s.

federal return. If both you and your Line C21 - Social Security

spouse receive such pension incone, each

spouse may subtract the ampunt received Benefits or Railroad Retirement

or $2,500, whichever is |ess. Benefits
Public pensions fromthe follow ng Arizona does not tax social security
sources qualify for this subtraction. benefits received under Title Il of the
) ) Social Security Act. Arizona does not
. The_ United Stat es Qov_er nnent Service t ax railroad retirement benefits
Retirement and Disability Fund _ received from the Railroad Retirenent
« The United States Foreign Service Board under the Railroad Retirenent Act.
Retirement and Disability System If you included such social security or
* Retired or retainer pay of the railroad retirement benefits as incone
uniformed services of the United on your federal return, use line C21 to
States subtract this incone.

e Any other retirenent system or plan

established by federal |aw Enter only the anmpunt that you had to

____________________________________________________________________ include as incone on your federal
+ NOTE: This applies only to those return.

; _reti renent plans aut hoyi zed and enacted : See Arizona Departnent of Revenue | ncome
5 into the U.S. Code. This does not apply 5 Tax Ruling ITR 96-1 for nore information
to a retirement plan that is only: about railroad retirement benefits.

' regulated by federal law (i.e., plans . .

i which nust neet certain federal criteria: Line C22 — Agricul tural Crops

' to be qualified plans). 5 G ven to Arizona Charitable

: . Organi zati ons
e The Arizona State Retirenent System 9

« The Arizona State Retirement Plan Arizona law allows a subtraction for
« The Corrections Oficer Retirement qualified crop gifts made during 2000 to
Pl an one or nore charitable organizations. To

« The Public Saf ety Per sonnel take this subtraction, you nust Dbe
Retirement System engaged in the business of farmng or

« The Elected Oficials' Retirement processing agricultural crops. The crop
Pl an nmust be grown in Arizona. You nust make

« A retirement plan established for your gift to a charitable organization
enpl oyees of a county, city, or town located in Arizona that is exenpt from
in Ari zona Arizona tax.

* An opti onal retirement program The subtraction is the greater of 80
established by the Arizona Board of percent of the whol esal e market price or
Regents under Arizona Revised Statutes 80 percent of the nobst recent sale price

« An opti onal retirenent program for the contributed crop.

established by an Arizona conmunity

col l ege district. To determine if your crop gift qualifies

___________________________________________________________________ for this subtracti on, see Arizona
' NOTE: Public retirement pensions from: Depart ment of Revenue | ncone Tax
' states other than Arizona do not qualify ! Procedure | TP 93-2.
. for this subtraction. Line C23 - Alternative Fuel
Line C20 - Arizona Lottery Vehi cl es and Refueling Equi pnent
W nni ngs Starting with the 1999 taxable year, the
alternative fuel subtraction was

You may subtract all w nnings received
in 2000 related to an Arizona lottery
prize won before March 22, 1983. You may
subtract up to $5,000 of winnings
received in 2000 for Arizona lottery

repeal ed. Therefore, you may not take a
subtraction for alternative fuel
vehi cl es purchased or converted during
2000. You may not take a subtraction for

; refueling equi pnment purchased during
prizes won after March 21, 1983. 2000. However, if you were entitled to a
I'f you subtract Arizona lottery w nnings subtraction for refueling equipnment or
here, you may have to adjust the anount vehicles purchased or converted during
of ganbling losses «clained as an 1998, you may still take one-third of

12
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the subtraction that is allocable to
2000.

To figure your subtraction conplete Part
I of Form 313. Enter the amount from

Form 313, Part |, line 3, here.

Line Q4 - Certain Wages of Anerican
I ndi ans

Enrol |l ed nenbers of Anerican Indian tribes
may subtract wages earned while living and

working on their tribe's reservation. The

federal governnent nust recognize these

tribes.

For nor e i nformati on, see Ari zona

Department of Revenue Income Tax Ruling

| TR 96- 4.

Line C25 - Income Tax Refund From

O her States

You may subtract income tax refunds

received from other states if both of

the foll owi ng apply.

1. You reported the refund as inconme on
your federal return

2. You did not deduct the taxes paid to
the other state as an item zed
deduction on a prior year Arizona
return.

Line C26 - Deposits and Enpl oyer

Contributions Into MSAs
Deposits Made Into Your NMSA

If you have an MSA, you may be able to
subtract deposits nade into that MSA
Make an entry here if all of the
foll owi ng apply.

1. You have an MBA that qualifies as an

MSA under Arizona |aw, but not
federal |aw

2. Either you or your enployer nmde
deposits into that MSA during the tax
year.

3. You had to include the deposits in
income on your federal incone tax
return.

Enter the anmount of the MSA deposits

that you had to include in your federal

adj usted gross incone.

Enpl oyer Contri buti ons Made to Enpl oyee
MSAs

If you are an enployer, you nmay subtract
t he anount contri buted to your
enpl oyees' MSAs that are established
under Arizona law. You can subtract
these contributions only to the extent
not deductible for federal income tax

13

pur poses. Ent er t hese contributions
her e.

Line Q7 - Oher Subtractions From
| ncone

Use line C7 if any of the follow ng

speci al circunstances apply. Attach your
own schedule to the back of your return
expl ai ni ng any anounts entered here.

A. Previously Reported Gain on
Decedent's Install nent Sale

Prior Arizona l|law required acceleration
of any unrecognized installnent sale
gain upon the death of a taxpayer.
However, this acceleration could have
been avoided by the posting of a bond.
| f acceleration was required, your
f eder al adj ust ed gr oss i ncone may
i nclude installnment sale anpbunts already
recogni zed on a decedent's final Arizona

return. If your federal adjusted gross
i ncome includes such anounts, you may
subtract t hat portion of the gain
i ncl uded on your federal return

B. Estate or Trust |ncone

Enter on line Q7 the anounts from federa
Form 1041, Schedule K-1, included in your
federal adjusted gross incone.

If making an entry here, you nust al so nake
an entry on line Bll, Additions to Incone.

Add the estate or trust income shown on
Arizona Form 141, Schedule K-1, to your
Ari zona incone.

C. Conmbat Pay

Members of the U S arned forces nmay
subtract pay received for serving in a
conbat zone or an area given the
treatnent of a conbat zone. Subtract
only the ampunt included in your 2000
federal adjusted gross incone.

D. Federally Taxable Arizona Minicipa
I nt er est

Enter the anount of any
recei ved on obligations of
Arizona, or any politica

interest incone
the State of
subdi vi si ons

of Arizona that 1is included in your
Arizona gross incone. Do not enter any
Arizona rmunici pal i nterest t hat is
exenpt from federal taxation and not
included in your federal adjusted gross
i ncone.

E. Adoption Expenses

You nmay take this subtraction only in the
year the final adoption order is granted
Enter the lesser of the total of the
following adoption expenses or $3,000.
When figuring your subtraction, you nay



Form 140

i ncl ude expenses incurred in prior years.

The following expenses are qualified
adopti on expenses.
1. Nonreinmbursed nmedical and hospita

costs.
2. Adoption counseling.

3. Legal and agency fees.

4. Other nonrecurring costs of adoption
If filing separately, you may take the
entire subtraction, or you may divide
t he subtraction with your spouse.
However, the total subtraction taken by
both you and your spouse cannot exceed
$3, 000.

F. Qualified Wod Stove,
or Gas Fired Firepl ace

Whod Firepl ace,

Arizona law provides a subtraction for
converting an existing fireplace to a
qualified wood stove, qualified wood
fireplace, or gas fired fireplace and
non- opti onal equipnent directly related
to its operation. You may subtract up
to $500 of the costs incurred for
converting an existing fireplace to a
qualified wood stove, qualified wood

fireplace, or
your property
you figure your
i nclude taxes,
fi nance charges.

gas fired fireplace on
|located in Arizona. Wen
subtracti on, do not
i nt erest, or ot her

A qualified wood stove or a qualified
wood fireplace is a residential wood
heater that was manufactured on or after
July 1, 1990, or sold at retail on or
after July 1, 1992. The residential wood
heat er nmust al so neet t he u.sS.
Envi ronmental Protection Agency's July
1990 particul ate eni ssions standards.

A qualified gas fired fireplace is any
device that burns natural or 1iquefied
petroleum gas as its fuel through a
bur ner system that is per manent |y
installed in t he firepl ace. The
conversion of an existing wood burning
fireplace to nonconbustible gas 1ogs
that are pernmanently installed in the
fireplace also qualifies as a gas fired
fireplace

G daimof R ght Adjustment for Anounts
Repaid in Prior Taxable Years

You nust make an entry here if all of

the foll owi ng apply.

1. During a year prior to 2000 you were
required to repay ampunts held under
a claimof right.
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2. You conputed your tax for that prior
year under Arizona's claim of right
provi si ons.

3. A net operating loss or capital |oss
was established due to the repaynent
made in the prior year.

4. You are entitled to take that net
operati ng | oss or capital | oss
carryover into account when conputing
your 2000 Arizona taxable incomne.

5. The anpbunt of the [|oss carryover
allowed to be taken into account for
Arizona purposes is nore than the
anount included in your f edera
i ncone.

Enter the amount by which the |oss

carryover allowed for the taxable year

under Arizona law is nore than the
amount included in your federal adjusted

gross income.

H Certain Expenses Not A lowed for Federa
Pur poses

You may subtract sonme expenses that you
cannot deduct on your federal return
when vyou <claim certain federal tax

credits. These federal tax credits are:

e The federal work opportunity credit

« The enpower nent zone enpl oyment
credit

 The credit for enployer-paid social
security taxes on enpl oyee cash tips

e The Indian enpl oynent credit

If you received any of the above federal

tax credits for 2000, enter the portion
of wages or salaries you paid or
incurred during the taxable year equal
to the amount of those federal tax

credits you received.

I. Qualified State Tuition Program
Di stributions

If you are a beneficiary of a qualified
state tuition program you nay subtract
some of the anount distributed from the
program for qualified educati on expenses.
Enter the anount of the distribution that
you had to include in your federal
adjusted gross incone. A qualified state

tuition program is a program that neets
the requirenents of I.R C § 529.
J. Subtraction for World War Il Victins

Starting with the 2000 taxable year, you may subtract
distributions made to you for your persecution or the
persecution of your ancestors by Nazi Germany or any other
Axis regime for racial, religious or political reasons. If you
are the first recipient of such distributions, enter the amount
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of the distributions that you had to include in your federal
adjusted gross income.

You may also subtract items of income that are attributable
to, derived from or related to assets that were stolen or
hidden from or lost to you if you were persecuted by Nazi
Germany or any other Axis regime for racial, religious or
political reasons before, during or immediately after World
War Il. If you are the first recipient of such income, enter the
amount of income that you had to include in your federal
adjusted gross income.

K. Installnment Sale |Inconme From Anot her
State Taxed by the Other State in a

Prior Taxabl e Year

You may subtract any income from an
installnent sale that has been properly
subjected to inconme tax in another state
in a prior tax year. Enter the anmount of
such inconme that you included in your
Arizona gross income in the current
t axabl e year.

L. G her Adjustnents

Q her speci al adj ust nent s nmay be
necessary. Call one of the nunbers |isted

on the back cover
appl y.
* You are a qualified defense contractor

that elected to anortize under Arizona
Revi sed Statutes section 43-1024.

e You sold or disposed of property that
was held for the production of incone

if any of the follow ng

and your basis was conputed under the
Arizona | ncome Tax Act of 1954,

* You were an Arizona resident before
Decenmber 31, 1975, and you are
receiving IRA distributions from your
| RA  account to which you nmmde
contributions before Decenber 31,
1975.

* You were an Arizona resident before
Decenber 31, 1975, and you are
receiving distributions from vyour
qualified self-enploynment retirenment
plan to which you made contributions
bef ore Decenber 31, 1975.

* You deferred exploration expenses
determ ned under I nt er nal Revenue
Code section 617 in a taxable year
ending before January 1, 1990, and
you have not previously taken a

subtraction for those expenses.

Line C28 - Total Subtractions
Add lines C17 through C27. Enter the
total here and on the front of your

return on line 16.

D fferent Last Nanes
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If you filed an Arizona tax return wthin

the past four years with a different |ast

nanme, enter your prior last nane(s) in part

D.

Total i ng Your |ncone

Line 12 - Federal Adjusted G oss

| ncone

You nust conplete your federal return
before you enter an amount on line 12.

You nust conplete a 2000 federal return
to determ ne your federal adjusted gross

income even if not filing a federal

return.

Arizona uses federal adjusted gross

income as a starting point to deternine
Arizona taxable incone. Your federal

adjusted gross income is your Arizona
gross incone.

. ALERT: If your Arizona gross income is :

i greater than $75,000, you may need to make !
i estimated paynents.
i Make Estimated Paynents”

See "Do You Need to:

instructions on '

page 3.
Line 13 - Additions to Incone
Enter the amount from line Bl12, page 2,
of your return.
Line 15 - El ective Subtracti on of
Federal Retirenment Contri butions
This line applies only to individuals
who were civilian enployees of t he
United States CGovernnent during 2000.
The Arizona Tax Court has ruled that
Ari zona i ncone t axes pai d on
contri butions to f eder al retirenent
pl ans di scri m nat ed agai nst f eder al
enpl oyees for years after 1990. The
depart ment has appeal ed t hat
determnation to the Arizona Court of

Appeal s,

Line 15 is provided to alert you to a
remedy available to you under Arizona |aw
On your 2000 return, you have two options.

so the issue is not yet final.

Option #1
You may subt r act t he anmount of
contributions to your retirenent plan that

was w thheld from your wages paid by the
federal government. Enter on line 15 the
2000 anount of such contributions included

in your federal adjusted gross income. If
you choose this option and the courts
ultimately decide that it is legal for the
State of Arizona to tax your retiremnent

contributions, you will owe additional tax



Form 140

and accrued i nterest. (Al so, see
Protective O aimfor Refund bel ow. )

Option #2

You may choose to ignore line 15. You
may instead file the protective claim
form This formis in this instruction
bookl et. Under this option you will pay

contributions to the federal
retirement plan. You will also protect
your rights to a credit or refund of
this tax if the courts ultimately decide
that is appropriate. The state will pay
interest in this event. The courts have
been asked to award up to 20% of your
refund to the attorneys in the case.

Ref und
You can find this form at

tax on your

Protective Claimfor
t he bottom of

the page titled Notice to Current And
Fornmer Federal Civilian Enployees. |If
you were a civilian enployee of the
United States governnent at any tine
during the years 1996 through 2000, you
shoul d conpl ete this claim form
Submitting this claim form will protect
your rights to tax relief for the years
you were so enployed. If you choose
option #2 for 2000, you should also
include 2000 in your claim Cdainms for
1996 mnust be postmarked by April 16,
2001, to be valid. If you previously
filed a protective <claim for 1996
through 1999, only include 2000 on the
claimformfiled for 2000.

Please do not include the protective
claim with your 2000 income tax return.
Mail the claim form separately to the
address indicated to ensure proper
handl i ng.

Line 16 - Subtractions From | ncone
Enter the amount from line C28, page 2,
of your return.

Fi guring Your Tax

Line 19 - Item zed or Standard
Deducti ons

You nust decide whether to take the

standard deduction or to itemze your

deductions. Your Arizona income tax wll
be less if you take the larger of your
standard deduction or your item zed
deducti on.

Your Standard Deduction

If you take the standard deduction,

check box 19S.

16

If your filing Your standard
status is: deduction is:
» Single $ 3,600
« Married filing $ 3,600
separately
« Mrried filing $ 7,200
jointly
* Head of $ 7,200
househol d
Your |tem zed Deducti ons
You may claim itenized deductions on
your Arizona return even if you take a
standard deduction on your f eder al
return. For the nmpst part, you may claim
those deductions allowable as item zed
deductions wunder the Internal Revenue
Code. In sonme cases, the anount allowed
for some deductions may not be the sane
as the amount allowable for federal
purposes. You may have to adjust the
anmounts shown on your conpleted federal
Form 1040, Schedule A. See Form 140
Schedul e A Iteni zed Deducti on
Adj ustments to figure if you have to

make any adj ustnents.

To figure your itenized deductions, you
must conplete a federal Form 1040,
Schedule A Then, if required, conplete
Form 140 Schedule A, Item zed Deduction
Adj ustments. If you do not have to
conplete Form 140 Schedule A, Itenized
Deducti on Adjustnents, enter the anount
from federal Form 1040, Schedule A, on
Form 140, line 19.
' NOTE: If you itemi ze, you nust attach a
i copy of the conpleted federal Schedule A
rto your Arizona return. |If item zing, !
i check box 19I. j
Line 20 - Personal Exenptions

The anmobunt you nmay claim as a personal
exenption depends on your filing status.
If nmarried, the anmount you may claimas a
personal exenption al